


2.2,

2.3.

2.4.

2.5.

206.

2.7-

The Central Bank should speed up the
reimbursement process for participating
banks and reduce the costs of lending.

Clarify the handling of capital reflows.
If possible, the holding of these funds
for relending to project beneficiaries
should be a responsibility of the
participating banks.

Make a decision on the workplan to be
implemented by the communications advisor,
name his counterpart and extend his
contract for at least one year after this
counterpart 1is named.

Decide who will continue performing the
functions previously assigned to the
foreign extension advisor that departed
at the beginning of CY 84,

The distribution of the interest rate
charged the coffee producer by the
Project should be discussed. )
Participating banks are receiving a
large subsidy since IHCAFE and
cooperatives are doing « substantial
amount of the credit processing for
them.

Additional private banks and offices
should continue to be encouraged to enter
the Project to further provide improved
credit access to beneficilaries.

8.3, Extension Activities

3.1.

3.2.

Use ESF to hire (a) part—time secretaries
during peak perlods and (b) the new
extension agents that the envisioned
project expansion may require.

Although extensionists should continue to
be trained in coffee culture and extension
methods, emphasis needs to be given to

farm and financial management, production
economics and group technigues.

Name of
Officer
Responsible
for Action

J. Jordan,
AG

J. Jordan,
AG

J. Jordan,

J. Jordan,

J. Jordan,
AG

J. Jordan,
AG

J. Jordan,

J. Jordan,

Date
Action
to be
Coumpleted

Completed,
5/84

8/84

Completed,
7/84

Completed,
2/84

8/84

On-going

Completed,
6/84

On~going



3.3.

3.4,

Improve the present extension system by:

(a) placing borrowers in categories
according to their need for
supervision; .

(b) emphasizing group work, the use of
para-professionals, test plots on
farmers fields and local
demonstration plots;

(c) providing financial management
training to farmers; and

(d) providing follow-up training through
alternative media such as radio,
video—~tape, slides and pamphlets.

Study the feasibility of shifting some of
IHCAFE's coffee diversification research
work to the small farm coffee producing
areas.

8.4. Credit Activities

4.1.

4.2.

4.3,

4.4.

4.5.

TUCAFE should develop a proposed schedule
for loan processing which will help spread
out the bank loan reguest and processing
loads.

Immediate procedures should be implemented
within IHCAFE to reduce the excessive

paper woiLk assoclated with loan processing.
THCAFE

Since a larre portion of the agents' time
is spent on credit and technical
assistance activities, introduce methods
to allow them to effectively work with a
larger number of farmers at lower cost per
borrower,

IHCAFE should study the possible
re—-locating some of the field staff to
reduce the non-productive time on the road
between farm visits,

A list of potentlal borrowers should be
sent or discussed with the banks before
beginning other loan processing activities
to avold spending a lot of time with a
farmer who 1s later determined ineligible
for a loan.

Name of
Officer
Responsible
for Action

. J. Jordan

AG and
F. Astaclo,
IHCAPE

J. Jordan
AG

J. Jordan
AG and F.
Astacio,
THCAFE

J. Jordan,
AG and F.
Astaclo,

J. Jordan,
AG

J. Jordan,
AG

J. Jordan,
AG and F.
Astacio,
IHCAFE

Date
Actlon
“to be
Completed

8/84

On-going

On-going

On-going

9/84

9/84

Completed,
3/84

8/84
Compfeted,
4/84

Completed,
6/84



4.6.

4.7.

4.8.

4.9.

A.lo.

4.11.

4.12.

4-‘130

All extension agents should be encouraged
to maintain a summary sheet on loan
balances and other pertinent information
on their clients so they are more informed
for their farm visits.

Extension and credit agents need to be
made continually aware in training
sesslons and by administrative directives
that borrower repayment 18 critical to the
longer—~term success of the project. In
turn, the agents should be asked to pass
this message to the borrowers. However,
at no time should they directly receive
loan repayments.

Strengthen the monitoring of delinquency
and the gathering of arrears data.

Present repayment schedules should be

analyzed and made more consistent with
harvest times and expected income flows.

Farmers should be encouraged to prepay
thelr interest and principal obligationms,
when possible, to help develop good
financial discipline. Banks need to
establish mechanisms to allow such
prepayment,

The project should move away from
extending credit in kind.

USAID should study the feasibility of
increasing the size of the credit fund to
allow for the expected continual expansion
of the projects.

Studies should be made of the feasibility
of linking the USAID supported Rural
Technologies Project to the IHCAFE Small
Farmer Coffee Project to research,
develop, and finance small-scale coffee
processing equipment to help the
beneficlaries partially process their
coffee.

Name of
Officer
Responsible
for Action

J. Jordan,
AG and F.
Astacio,
IHCAFE

J. Jordan,
AG

J. Jordan,
AG

J. Jordan,
AG and F.
Astacio,

J. Jordan,
AG and F.
Astacio,
THCAFE

J. Jordan,
AG and F.
Astacio,
IHCAFE

J. Jordan,
AG

J. Jordan
AG and’ V.
DeBeausset,
OET

-Date
Actian
to be

Completed

Completed,
5/84

Completed,

4/84

9/84

9/84

IHCAFE

On-goling

9/84

7/84

9/84



4.14. Because of the financial problems many

coffee cooperatives have had, it is not
advisable to adopt an overall policy
regarding membership, but rather to allow
and encourage promotion in areas with
already strong cooperatives.

8.5. Technology and Adoption

5.1.

5.2.

5.3.

Extension agents need more support in the
analysis of soils and fertilization. Each
region will have a different soil map so
the same fertilization cannot be
recomnended countrywide.

Incorporate better soll conservation
activities into the program.

Strangthen poor coordination between
research and extension to assure the long
run impact of the technical '
recommendations.

Name of
Officer
Responsible
for Action

J. Jordan,
AG

J. Jordan

AG

J. Jordan,
AG and F.
Astacio,
IHCAFE

J. Jordan
AG and
C. Rivas,

Date
Action
to be.
Completed

Completed,
3/84

Completed,
5/84

Completed,
5/84

On-going

IHCAFE



13,3 Overall Imszitutional Casacity Within IHCATT and Involved Eanhing
institutions

INCAFE has izproved its efiecriveness in coordinating the technical
assistance and credi:c activities after & somewhat slow and disrupted start. &
major cut in its operating budget due to a drop in the price of coffee
exports, and 3 change in higrer administration, as tie project was being
initiated, caused considerable delay in tie initial Zmplementation stages.

The budge: cur resulted in a significant reduction in field staff just shortly
after the project began. The cnange in higher administration also produced
considerable uncertainty in the field. 1In addition, a decision by USAID to
stop Project disbursements in llay 1982 caused participating banks to stop
processing loans and led to furtier chaos IR the field. 3y the time
disbursements were reinstated some of the field work had been se:t back by up
to four months, .

The second vear of project implementation (1983) wac more or sciiedule and
IHMCAFE's coordination of the nursery activities, technical acsistance, and
credit was more satisfactory. ©No major problems were identified in terms of
Project coordination during the early 1984 field trips by the evaluation
teaz. Some delav was experienced the end of 1983 in getting improved seed for
some of the nurseries due to poor weather at the source but this is not

pected to cause any serious problems, although it could make it more -
dif icult to reach the optimistic goals for 1984.

When the evaluation was conducted, tihe reicbursement system through the
Miniscry of Finance ané the Central 3ank was mot operating as expected.
S:zgniiican: delavs were being experienced. Tnese delays led to problems of
adeguate loar funde ip the banks to finance botik the Znvestmen: and nursery
loans that were being processed by IHCAFE field staZi. The Central Bank,
however, is currently sending 2 reimbursemen: reques: every month OT sooner if
the azmount exceeds L.100,000., The previous problem nas been thus resolved.

The foreign technical adviscrs in extension, creci
cozmpunications iave been an important input to the Pr
promote the program with farmers, field staff, and

zlsc have actively pa~t1c1nated in the training work
credit persomnel.

ané nave aeliped
pating Btanks. They
or extension and

7o

Vien the evaluation was conducted, initial institutionzl links had been
established between IHCAFL and PROMDCAFE and a2 pilot atea proifile study was
expected to begin soon. PROIECAFE was expected to take the lead on that
ceivity and IHCAFL would provide some members of the design and 0
Tplementation team. As of 7/84, the Comayagua region has been selected, for
The

initiasl study andé the research is being carried out.

}

7
ipating bpanks in the Prcject have been able to nandle the
lcan requests ade_ tely. TFunds have been scarce during certain periods of
time because ol the reimbursement problew mentioned previously. Cooperation
2nd cozounication between IHCAFE field personn2l] and the bank credicr officials
geame Lo de very good. ¥ course, there ig still roor for improvement in
coordinating credit processing activitiecs

Ine three part
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vear, good progress has been pade in
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s=z_> fzromers. Most signifjcant ic the beginning use oI group :raininn and
dzsmonszration plots. Pians 2lse are being made tc use leader fzrmers. ljost
nczzrie for tneir a2bsence &re tne use ¢ radic or audiovisual zids, aree
rrociilec, anc & unifort systen ¢l evzluation and development oI course ccnten:
(zotw for farmer training end Zn-service training). Tror the evaluarors. the
conzinued acsistance of boti tne cooounicatione advisor and 2 sbcTt cT
lcng—terz highliv guelified and experienced zdviscr in extension mefdacdology is
irpsrative. '

Wnlile it was not possible te Interview o scatlsticelly representaiive
santie o extencion agents, it isc apparent tiieat there is z lzrge degree of
verizziorn in ceapabllicy of these agents axmcng fepions and azmong cenes Willin
regions. Tne success of this Frojezt will depenc heavily on & sirfong
instituationel comzitzent tc continuzlly eveluate tu: indivicduzl zrent and
bring the performance standards up tCc & more uniform level., ZLupcnsion of thne
Troiect requires a continued ioprovement oI in~service training, better
wmzterizl and supervisory support for tiie extension service, and an increase ir
tne nucbher of field personnel. g

13.3. Accooplisiments with Respect to Credit Progran

Four bznks are participating in the swmall fazrmer cofiee reiizdbilitation
program. T1onese are: BANADESA, the wain public agriculturzl lending
institution; BAIHCAFE, 2 semi-autonomous coffee banl:; Banco de Occidente and

; private banks. As of 7/84, two other banke, Atliintidz and

2AlHCASE, bisve exnpressed interest in pertizipoating in tine preoiece.
The invelvemen:t of the credit ané ewtension agents in selping the farmers
ocrein credir along with their techniczl ascistance aac deern an izportant



cozponent of the rrciect. Host farmers are selecting the cocplete renovation
model which reguires considerably more capital investment to implement. As
such, credit probatly is highly desirable for thex since many would not be’

aple to make such an investment without credit.

Project borrowers with short-term loans for establishment of seedlimg
nurseries are repaying well., Interest payments on the longer—term investment
loans also are coming in on time. It is estimated that loan repayments are at
the 90-95 percent level. Of course, few of the investment loans have
principal due at this time so the true test of loan repayment will begin in
two more vears. However, fleld staff are very optimistic that with the
expected high levels of production, loan repayments will continue to be high
as long as coffee prices remain at current or higher levels.

13.6 Accomplishments with Respect to £:%hnolog_ Transfer

IHCATE has done a good job in delivering ‘technical instructions to
farmers, and farmers have been highly receptive to participating and following
instructions. The evidence of this is in the physical development of the
technified parcels, which is excellent. Some farmers are reaping harvests of
3-5 quintales per hectare after 17 or 18 months from transplanting. For these
farpers, the levels of productivity they will be achieving will greatly
surpass the est:imates used to calculate financial feasibility of MHodel I
(compiete renovation of o0ld coffee fields). Annual production could be on the
level of 5, 20, 40, 60 gqq/manzana (years 1-4) rather than O, 0, 15, 40 as
predicted. Generally, farmers who plant ap adequate number of improved plants
and wiho provide continual care will be, technically, guaranteed good future
production.

The problem is not whether farmers are following instructions, but
rather: (1) are these instructions being revised, evaluated and fit to the
individual needs of the farmer?, and (2) will the farmer become self-reliant
ir managing the technology? '

Zxtension agents need more technical and economic support of their
technical recommencations to assure they do fit the physical and economic
conditions of the borrowers. As has been found in farming systems research in
other countries, it will probably be necessary to identify a number of
different technological packages which can more effectively fit the varied
conditions and circumstances faced by the farmers.

14. Methodology

This was a formative evaluation. Evaluation activities were carried out
during the period December 16, 1983 and January 26, 1984 by a team composed of
one aorlcultural economist, one financial economist and a coffee expert. The
agriculcural economist primarily focused on extension activities and !
teciinology adoption and diffusion. His in-country work covered the period
December 16, 1983 to Januvary 13, 1984. The financial economist was largely
responsible for evaluating the status of the Conditions Precedent and
Covenants, the institutional develcpment, credit activities and completing the

H

final repert. Yisg stay was during the period January 3-26, 1984, 7Tne cofiee

expert, from FPROMECAFE/Costa Rica, visited coffee farms to evaluzte the
technical aspects of :HCAFE's recoomendations during January (-9, 1984. The



TI.OUZlATI representative in HonduTas elsc accompenied nizoonm o flell troip.
s gesorate techinical Teport waes subziliec by TROUICATI teo USALD "Honduras but
tne conciusions lhiave sisc been incorporatec into tne technical sections in
titie reporTtL. .

Tne conclusions and recommendations of this report are based orn the
review of periodic 1HCATZ reports, advisor reports, USAID documents and file
intensive interviews with IHCAFE, bank, and USAID personnel, technical
advisors, farmers, and other interested parties. Field visits were made to .
Paraiso, Danli, Comayagua, Sta. Barbara, Sta. Rosa de Copan, Trinidad, ané S
Pedro de Sula. An attempt was made to visit farms representative of differe
cases, i.e., good technical success, technical problems, credit problens,
leader farmers, verv small farmers, larger farmers, old, yvoung, etc. The
results of tie interviews served to point up many possible problez areas, an
to highlight successes. 7Thne only re@l difficulty in the farmer interviews wi
to elicit any criticisms of IHCAFE, which could be expected. Most interview:
with IHCAFE and banking personnel were held in private to gather as many
nonest and frank observations about the program as possible.

A random sample of loan files for 1982 and 1983 was drawn from the
records in the Tegucigalpa office to provide information on borrower
characteristics that was not readily available from the reports.

zven though considerable effort was expended to gather the most
reliable and accurate information possible, the short period of time and
limited Tesources available for the evaluation may lead to some erroneous
findings, omissions, or incompleteness in some subject matter areas. Not all
of the regions were visited which could result in some bias in the findings.
Finally, loan records were not available for region 3 (Yoro) for 1983 so :the
sample on farmer characteristics does not inciude that region. lior does tie
19E2 sample come from all loans made in that vear since sone of thz more
recent records had not yet arrived in the central coffice. However, the
evaluators believed that these interviewing and data gaps did not seriously
bias their main conclusions.

. External Factors

wn

1

As mentioned previously, the major external Zactor affecting tie
Project was the drop in Honduras' export quota along with a drop in the price
o coffiee about the time tne project was being initiated. Some administrativ
changes also occurred.during this same period of time. Both factors seriousl
delaved Project implementation in 1981-82 but IHCAFZ has survived the
adversicy and when the evaluation was conducted the project was zlmost on
schhedule. During this initial volatile period there was talk that IHCAFE
should be dissolved. However, the AID/IHCAFE Project has given the
instituction new life. No other man-made disasters have directly affected the
Project or the production of coffee. The other important assumption listed i:
the Project Paper Logical Framework was that coifee would continue to be
'profi:able relative to the production of other products. This assumption
still appears valid since the coffee price has risem above the quite low pri
last vear. I1f the price continues at this or a higher level it appears the
farmers will obtain good returns.

Ct

16. itpurs

The major inputs specified in the Project Pzpe. were a credit fund,
ining for extension staff and farmers, purchase of vehicles and equipazent,
lgn tecinical assistance for research, training and credit, and
uztion/audirts.
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The credit fund, vehicle purciesecs, and foreign technical assiszanzc
disbursements are ahead of schedule (although research has not been supporeed
to any great extent). The training of extension agents is moving ahead
sirongly. Fammer training is just beginning. Dlsbursement of funds for
training has been less than projected in tie Project Paper. The disbursezent
of funde for evaluation and audits are behind schedule but are now beginning

to be disbursed.

17. Outputs

The proposed Project outputs, the indicators,
surmarized in the following table:

Outputs

Ind:ca‘ors
(End of-Project)

and current status are

Status
as of June, 19384

-IHCAFE's ability to help
small farmers increased

-Technology improved

—4anagement by farmers
strengthened

-Viable, lf-sLstainﬁng
credit en for small

se
St
o

sy
coffee farue

3]

s

3,000 new coffee
farmers serviced

3,000 new farmers
receive training

6,000 Mz using improved

varieties

6,000 Mz fertilized

6,000 !z treated for
pests :
6,000 ¥z under improved

culrtivation

6,000 i1z of coifee being
pruned

6,000 iz under proper
shade

b8

6,000 Mz at optimum
plant density

By 1985,

reflows begin
to 3

inance credit for
faro2rs bevond original
participantss

By mid-1984
about 1,988 new
farmers had been
helped.

Same 1,988 have
received training

About 2,135 iz
using improved
varieties

Abour 2,135 iz
fertilized

About 2,135 iz
treated for pests

About 2,135 H=z
under improved cuil-
tivation

Technified areas
won't need pruning
until year 5

Aboutr 2,135 Mz /.
beginning shade -
program

' -
About 2,135 itz at
optimum plant density

Reflows from nursery
loans now beginning--
other reflows should
begin in 1985

J"



As can be seen, progress towards reacning tie D

ic very satisfactery. iHos:i of tue end-of-prciec: stat 1

vill be accoaplished beiore the end ol the Preiect Tne one exception relates
as of cofiee would be
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indicators like

z¢ plant pruning. 1t was estimated tha: 0,000 zsnzan

well managed using improved pruning techniques. Most of the Project
sarticipants have decided to completely renovate their 1 or Z manzanas (Model
1) financed by the Project (0ld coffee is completelyv destroyed and new
planted). As 2 consequence, these new plants will not need pruning until
after the indicated end of the project. Those few farmers that are using
partiel renovation (Hodel 1I) appear to be following pruning recommendations.
~his nad affected about 260 manzanas of coffee by the end of 19E3.

In summary, tile program is progressingssatisfactorily towards reaching
the outpu:l levels planned byv end-of-Project. t does not appear that any
cihanges are needed in outputrs to be able to accomplisii tue Project purpose.

’

1. Project Furpose

The Small Farmer Cofiee lmprovement Project was initiated with the
ng of the Project Agreement in June 1981. The purpese of the Project is

signi

to mitvigate tihe production Zopact of coifee rust, & Iungus, on small farrc
producers in Honduras by assisting as many oi thex as possible to increase
their vields and incomes so they can afford the reguired rus:t control .
zeasures. The Honduran Coffee Institutre (IHCAFE) is the primary implementing
insciruzion and is responsible for providing techniczl and credit assistance.
4 credit fund was established through the Central 3amnk for the participating
public and private banking institutions. 1t was expected that tne Project
wouid reacrn 3,000 small coifee producers in five years and would liave
ccnsidesable spread effects tou others,

rt

4c stated in the outputs section, it is very likely that the Project
outputs and purpose will be accomﬂllsued by the end of tue Project (FY 86).
The completely renovated coifiee plors are generally in excellent technical
ondition and are beginning tc produce at levels considerably zbove tha:
I at the staTrt of the Frojec. edit is reaching the Zroject
ipants and tuey appear Vvery receptlve to the technical recomzmendations.
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Two factors which ngn; di nechl afiect thirc outcome are tie world price ol
cofiee ané thne eifectiveness cf rust and disease control on the coflee
adjoining tie rechnified plots.. The first factor is external and outside tie
conzrol cf thne Project., The second factor is internail. Additional effort ics
needed To encourage farmers to control disease on the adjoining coffee so it
doves not jeopardize the new, technifiied coffee.
1°. Goal

"To increase the incozes and quality of life of rural farm families

wnile increasing nationzl production.”
20. beneficiaries

The credit ic reaching the target group as specified in the Prcject
Lgreement. The averape faTmer receiving teciinical assistance and credit for
cesplete renovation (ilodel 1), is about 40 yvears of age, nas 2 total farm size
of 13 manzanas (10.5 hectares

i

)
), produces about 6 manczznas of cofiee (4
1

?
hectares) with an average vield of 7.9 qq./mz, and is receiving zbout £2,150



of investment cTelit per manzaznz (&3,0/>/na.). .snhese zarmers receivec an
estizazed $4,178 4n gross income (with considerable variability) in 1983,
according to inforzation obtained froz & Tandom sazple of loan documents.

About 1,839 loans for a value of $5.3 million had been lent for investment

(renovation) and nursery locans through the end of 1983,

Approximately 6% of the credit goes to farmers partially renovating
their coffee (Hodel 11). These farmers are considerably younger (average age
is 28.6), have smaller farms (7.5 manaczanas total and 5.1 manzanas in coffee,
on average), and receive about one-half the gross income ($2,233) of those
applying complete renovation (iodel I).

21. Lessons Learned

The major lessons learned in this Projéct would be: (1) the extreme
imporiance of profitable technical recozmendations to accompany credit, and
(2) the difficulty of clanneling funds tihrough the entire financial system.
The first factor may well be the most criticael in making this Project more
successful than past supervised agriculturzl credit programs for small farmers
in many developing countries. In the longer term, the goal of strengthening
the overall financial system by channeling funds through it is important.
However, in the shorter term, the difficulties and delays of instituting such

a system can have very serious impacts on a program being implemented.

22, Special Cozments

None.



